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THE USE & IMPACT OF  
SECURITIZATION ON A/R   

THE PANDEMIC 
 

By: Kristin Alford, Education & Marketing Specialist, NCS 

The following editorial is the result of both survey results and 

anecdotal supporting commentary offered by the credit commu-

nity. Details here within are based on CRF survey material and 

research material through the author (NCS). 
 

The Credit Research Foundation completed a survey in the 
first quarter of 2021 with their membership on the use and 
impact of securitization (UCCs, mechanic’s lien, etc.) on ac-
counts receivable during the pandemic. The survey explored 
the use of securitization as a risk mitigation tool. 
 
The following data quips highlight the results of the survey and 
corresponding experience through NCS. 
 
“I Believe There Will Be an Increase in Bankruptcies  
During 2021.” 
Unsurprisingly, 88% of respondents believe there will be an 
increase in bankruptcies in 2021. In general, 2020 saw a low 
rate of bankruptcies, in fact  Epiq rreported bankruptcy filings 
across all chapters were at their lowest point since 1986. 
However, commercial Chapter 11 bankruptcies continued to 
rise year over year, with a 29% increase in 2020, for a total of 
7,128 filings. Forecasts indicate bankruptcy filings will in-
crease in 2021, with a predicted spike in Q3 2021. 
 
 
Continued... 

http://www.globenewswire.com/news-release/2021/01/05/2153670/0/en/2020-Bankruptcy-Filings-Lowest-in-35-years.html
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Why Will Bankruptcy Filings Increase in 2021? 
This is certainly a question on many credit professionals’ minds as the challenges of the econo-
my, government stimulus and indebtedness in the marketplace plague the overall portfolio risk 
of many organizations. Additionally, Congress extended Sub-Chapter 5 of the Bankruptcy 
Code (small business) and the grace period to file under the extended debt levels ($7.5 million) 
an additional year, which now expires in March of 2022. Given these factors there seems to be 
an awareness to the potential for at least certain segments of the economy to file for bankrupt-
cy.  Anecdotally, conversations from many members of the Foundation have all eyes on Q3 
and Q4 of 2021 as a pivotal and anticipated point for the next level of bankruptcy activity. 
 
In an earlier  NCS survey, 62% of respondents were actively monitoring their customers for 
bankruptcy. Continue to monitor your customers, and if there is a  bankruptcy, ensure to com-
plete your  Proof of Claim by the bar date. 
 

“Our Company Has Been an Unsecured Creditor in a Bankruptcy and Recovered Less 
Money Than Secured Creditors.” 
An overwhelming 90% of respondents have suffered as unsecured creditors in a bankrupt-
cy, watching from the sidelines as secured creditors recovered payments in full. These 
losses are preventable and at minimal cost. Secured transactions are your greatest de-
fense against customer failure. Time & time again, we see secured creditors receive pay-
ment in full while unsecured creditors receive pennies on the dollar. 
 
For example, Katy Industries, a leading manufacturer, importer and distributor of commercial 
cleaning and consumer storage products, filed for bankruptcy when it was unable to meet 
the obligations of its creditors, with nearly $56 million of debt. In this case, secured credi-
tors recovered the total amount of allowed claims (100%) while unsecured creditors 
faced a recovery rate of only 9.6%. 
 

Another example comes from the healthcare industry. Holmes, Inc. provided health & well-
being programs nationwide. When it filed for bankruptcy protection, its capital deficit was 
$31.5 million. According to the bankruptcy plan, secured creditors were to receive 
100% of their claims and unsecured creditors were to receive approximately 3.5% of 
their claims. 
 
Need more? In the Hostess bankruptcy, secured creditors recovered 100% and unse-
cured creditors recovered 0. In Kodak’s bankruptcy, secured creditors recovered 100% 
and unsecured creditors recovered 4-5%. Then there was Uno, where secured creditors 
received 100% and unsecured received 13%. And HomeBanc Corp. distributed 100% of 
claims to secured creditors and unsecured recovered anywhere from 1-10%. 
 
“Our Company Currently Secures Our Accounts Receivable, Either in Full or Partially.” 
83% of respondents currently secure their A/R. For the 17% who don’t currently secure A/R, 
the top two cited reasons are concerns about customer reaction and the costs associated 
with securing A/R, followed by no significant write-offs, no need, and reliance on 503(b)9 
claims. A respondent from the manufacturing industry stated they do not secure A/R be-
cause “We have an 85% recovery rate as a Critical Vendor in our industry.” 
 
Continued... 

https://www.ncscredit.com/education-center/blog/your-credit-granting-processes-covid-19/
https://www.ncscredit.com/education-center/blog/lets-talk-about-bankruptcy/
https://www.ncscredit.com/education-center/blog/bankruptcy-proof-of-claim-dont-forget/
https://www.ncscredit.com/education-center/blog/healthcare-bankruptcies-a-financial-risk-to-suppliers/
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Let’s circle back to the top two cited reasons for not securing A/R:  concerns about customer 
reaction and costs. First, it’s OK to be nervous about how your customer will respond to your 
request for a signed Security Agreement (needed to file UCCs) or your customer’s reaction 
when they receive a preliminary notice (needed to secure mechanic’s lien rights) via certified 
mail. But rest assured, these are traditional business practices that do not harm your custom-
er’s creditworthiness or cost your customer a dime. UCCs and preliminary notices/ 

mechanic’s liens secure your right to recover payment in the unlikely event your customer 
defaults or files bankruptcy. If your customer never defaults or files for bankruptcy, it’s as 
though the UCC/lien never existed. 
 
As for the costs associated with UCCs and preliminary notices/mechanic’s liens, they are 
nominal compared to the hundreds of thousands of dollars you could lose as an unsecured 
creditor. These are general numbers, but a blanket UCC filing may cost around $100 and a 
PMSI filing with search & notify may cost around $175 – and the protection is in place for 5 
years. As for preliminary notices/mechanic’s liens, let’s focus on the preliminary notice. Why? 
Because research shows 97.3% of the time a preliminary notice is enough to get you paid. 
Generally, a preliminary notice may cost around $60 per project. Now, mechanic’s liens may 
have a higher price tag ($500+) but again, when compared to what you could lose, it’s a small 
price to pay. 
 
Lastly, I do want to mention that 503(b)9 claims are a great resource; however, there are 
some pitfalls. The bankruptcy code was amended in 2005 to include a new administrative 
claim: 503(b)(9). With the addition of 503 (b)(9) claims, some creditors became complacent. 
The availability of a 503(b)(9) claim seemed to misleadingly allay creditor concerns, “Nah, I 
don’t need UCC filings. We just file a 503(b)(9) to get paid.” This somewhat false sense of 
security can easily cost creditors millions of dollars. 
 
Under 503(b)(9), creditors may file a claim for “the value of any goods received by the debtor 
within the 20 days before the date of commencement of a case under this title in which the 
goods have been sold to the debtor in the ordinary course of such debtor’s business.” 
 
As you can imagine, there are challenges with 503(b)(9) claims. High-profile cases are in 
heated debate over the definition of “received by” for the 20-day rule. And, of course, there is 
the question of what constitutes a “good” because services are not covered under these 
claims, and whether those goods have been sold in the ordinary course of business. 
 
As an aside, a member of the panel at CRF’s Fall Forum, Judge Christopher S. Sontchi, 
Chief Judge of The United States Bankruptcy Court for the District of Delaware, has presided 
over several cases determining “goods” and “receipt.” Notably, in one case, Judge Sontchi 
looked to the UCC definition of goods and subsequently held that electricity is not a “good” 
under 503(b)(9). 
 

To be clear, a UCC filing is not without potential obstacles. Your UCC must be properly perfect-
ed and there is anarrow margin for error. But, ensuring a UCC has been properly perfected is 
less cumbersome than proving goods are goods, defining date of receipt and verifying goods 
are sold during ordinary course of business. 
 
Continued... 
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How are creditors securing A/R? For creditors securing their A/R, the top two security 
measures were Cash in Advance and UCC filings. 
 
Biggest Concerns with UCC Filings.  Despite concerns surrounding UCC filings, respond-
ents certainly recognize the benefits of UCC filings. Benefits include being a secured creditor 
in a bankruptcy, the ability to repossess goods if customer defaults, the customer will consider 
creditor a greater payment priority and there would be public record of the debt. 

 

Biggest Concerns with Protecting Mechanic’s Lien Rights.  Like what we see with UCC 
filings, respondents agree protecting mechanic’s lien rights would make them a secured 
creditor in the event of bankruptcy, customers would consider the creditor a greater pay-
ment priority and there would be public record of the debt. 
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Securing Transactions is an Excellent Way to Secure A/R 
 
Whether you file UCCs or mechanic’s liens: 
 
• You are a priority. In bankruptcy, secured creditors have priority and are paid before  

unsecured creditors. 
 

• You can sell more. Securing your A/R allows you to extend larger credit limits and sell to 
those accounts that were previously out of reach. 

 
• Fewer write-offs. Fewer write-offs lower the costs associated with your product. Lower 

costs mean you can sell your product at a lower price while maintaining viable profit mar-
gins. Selling at a lower price makes your company more competitive, opening the doors 
to a larger market share. More sales with stable profit margins are a win. 

 
• Improved DSO. Here’s a testimonial from one of our clients: “After implementing the lien/

notice to owner program, we have seen our DSO numbers steadily decline each month, 
to an average of around 22 days. That is over a 30% improvement in our DSO since we 
first partnered with NCS.” 

 
• Low-cost solutions. UCC filings and preliminary notices/mechanic’s liens are truly a low

-cost solution; especially when compared to the costs associated with chasing receiva-
bles. 

 
 
 
 
 
 
 
 
 

 
 
This article was originally published in the Credit Research Foundation 2Q 2021 
Perspective 
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Continued on Page 6... 
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Summary:  The customer service credit representative will be performing a critical role connecting sales and cred-
it ensuring timely settlements and accurate credit decision making while providing exceptional customer service. 
 
RESPONSIBILITIES: 

• Assist in gathering documents for customer setup, compile necessary documentation and information rele-
vant to credit underwriting decisions 

• Provide necessary data to credit group for ongoing customer accounts 

• Participate in discussion around existent customers regarding credit decisions 

• Analyzing daily aging with credit group and follow-up on past due invoices 

• Customer service (providing statements, BOLs, customer inquiries and additional information needed) 

• Work with multiple departments including sales, logistics, accounting, credit to resolve customer issues and 
outstanding items 

• Request prepayments from wire-in-advance customers as needed 

• Reconcile provisionally priced contracts with customers 

• Assist with resolving payment issues and pricing discrepancies 

• Ensure the orderly flow of contracts, movement orders and collections 
 
REQUIREMENTS: 

• College degree in account finance or relevant credit and collections experience preferred or equivalent expe-
rience required 

• Proficient with Microsoft Office Suite required 

• Great interpersonal and customer service skills 

• Assertive 

• Good organizational skills and seeing a task through to completion 
 
WHY JOING SEABOARD ENERGY? 

• Traditional benefits include:  competitive pay, affordable medical, dental, vision and prescription drug cover-
age, retirement savings plans for full-time and active employees, flexible spending accounts, life/AD&D insur-
ance, family life insurance and employee assistance program 

• Other benefits:  career training and advancement, discounted pork products, employee referral bonuses, 
wellness programs, annual family events and discount programs 

 
ABOUT SEABOARD ENERGY: 
A Seaboard Corporation company, we work collaboratively with the other Seaboard companies to promote sus-
tainable energy products, including but not limited to  the production of biodiesel, RNG from biogas, and com-
pressed natural gas. 
 
Click to Apply 

https://recruiting.adp.com/srccar/public/RTI.home?d=SeaboardEnergyExternal&_icx=v02pZAlEtjXmhiCoD8dUtmsRUPGLYDerY653v8REjzwq4vOpkag7o6FY3S%2F5AQPUuOM&c=1157451&_dissimuloSSO=u3GHKUN7Ess:AZVzg71bEPX1cCI-QyDbgC956tU#/
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Credit Professionals Alliance has been working hard to provide our clients with the most 
up-to-date webinars concerning today’s challenges in the credit field.  Watch your email 
for upcoming registration information on all of the following webinars. 
 
 
April 12th:        25 Ways to Resolve Customer Disputes & Deductions More Quickly 
April 26th:  Move from Cash Preservation to Cash Excellence with  
   BI Reporting 
 
 
 
Be sure to check out our website www.nacskc.com/education.html for additional educational 
opportunities as these are constantly being updated. 
 
 
 
Are you looking for Certification and Certificate opportunities?  Credit Professionals Alliance 
can lead you in the right direction, contact Rhonda Ross for additional information at 
rross@nacskc.com or (913) 383-9300. 

 
 

The Annual Dinner & Installation of Officers & Directors for  
2022-2023 Credit Professionals Alliance  

will be held Monday, April 25th at 6:30 p.m. at the  
Grand Street Café, 8815 Renner Road, Lenexa, KS. 

 
If you are interested in attending, the cost is $100 per person,  

please contact Amanda DeBold at adebold@nacskc.com  
to make a reservation. 

http://www.nacskc.com/education.html
mailto:rross@nacskc.com
mailto:adebold@nacskc.com
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Educational Update: 
Credit Research Foundation Webinars 
 

April 2022 
 
CRF offers a variety of educational programs:  Proctored Courses, On-Demand Courses as well as  
webinars. 
 
 
August 8-10, 2022 CRF August Forum & Expo—Louisville, KY 
 
November 7-9, 2022 CRF November Forum—Phoenix, AZ 
 
 
It is very simple to participate: Go to http://www.crfonline.org and click on the Education. 
  
Now offering a Certificate Program! 
 
For additional information go to http://www.crfonline.org/events/current.asp 
 

The following webinars are being offered by NCS Credit  
to register for these go to: www.ncscredit.com/education-center/webinars 
 
 
April 12, 2022 
Webinar:  Understanding Lien Waivers 
 
April 26, 2022 
Webinar:  UCCs Offer Security for Many Business Transactions 
 
May 10, 2022 
Webinar:  The Importance of Gathering Job Information 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.crfonline.org
http://www.crfonline.org/events/current.asp
http://www.ncscredit.com

